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INTRODUCTION 


The  Public  Improvements  Program  and  Capital  Budget  presented  in  this 
report  are  intended  to  provide  a  vehicle  through  which  the  City  of  Newton 
can  relate  public  expenditures  to  a  long  range  plan  for  necessary  and  de¬ 
sirable  public  improvements  and  make  the  most  effective,  economical  use  of 
the  fiscal  resources  available. 

The  Public  Improvements  Program  is  an  extended  forecast  of  priority 
capital  items  required  for  implementation  of  the  City's  comprehensive  develop¬ 
ment  plan  over  a  subsequent  15  year  period.  In  contrast  to  the  annual 

budget,  which  is  concerned  with  day-to-day  operating  functions,  maintenance 
of  persons,  materials  and  supplies,  the  capital  budget  is  based  on  a  six-year 
time  period  and  involves  those  projects  and  major  items  of  expense  which  are 
encountered  less  frequently  and  tend  to  have  a  long  range  effect  on  the 
ability  of  the  City  to  respond  to  public  need.  The  first  year  of  the  capital 
budget  should  be  included  in  the  City's  annual  budget  and  the  entire  document 
revised  annually.  In  this  manner  a  continuous  process  is  established  so  that 
the  necessary  advance  planning  of  projects  and  major  expenditures  by  each 
operating  department  is  coordinated  with  the  financial  resources  of  Newton. 

With  each  annual  revision  another  fiscal  year  is  added,  thus  retaining  a 
continuous  six-year  capital  budgeting  period.  Each  project  is  re-evaluated  and  its 
priority  examined  annually  to  insure  responsiveness  to  the  changing  needs  of 

the  City. 
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USE  OF  THE  PUBLIC  IMPROVEMENT  AND  CAPITAL  BUDGET  REPORT 

This  report  has  no  legal  status;  therefore,  its  effectiveness  will  be 
determined  by  its  usage  by  City  officials.  Some  of  the  benefits  that  can  be 
derived  from  using  a  capital  budgeting  process  are: 

1.  It  helps  to  avoid  the  crises  which  result  from  the  failure 
to  expand,  repair,  or  add  needed  municipal  services; 

2.  It  allows  for  a  more  even  scheduling  of  tax  rate  increases 

so  that  it  would  not  become  necessary  to  raise  taxes  abruptly 
within  a  single  year; 

3.  It  enables  the  City  to  make  better  use  of  its  borrowing  power 
through  bond  programs  and  to  more  evenly  distribute  the  cost 
of  providing  services  and  facilities  between  the  taxpayer  of 
today  and  tomorrow; 

4.  It  allows  the  City  to  better  evaluate  the  needs  and  preferences 
of  its  citizens  and  to  apply  more  reliable  criteria  to  investment 
decisions  to  insure  that  more  rational  decisions  are  made  between 
competing  objectives; 

5.  The  process  allows  the  City  to  compare  needed  facilities,  anti¬ 
cipate  their  operating  cost  and  reduce  the  long  term  expense  of 
major  projects  through  such  steps  as  the  advanced  acquisition 
of  land. 


METHODOLOGY  EMPLOYED 

The  general  methodology  employed  in  this  study  included  an  evaluation  of 
future  public  improvement  priorities,  a  financial  analysis  of  revenues,  expendi¬ 
tures  and  bonded  indebtedness,  an  evaluation  of  funds  available  for  financing 
future  public  improvements  and  a  budgeting  process  of  matching  future  capital 
funds  with  needed  public  improvements. 


-  3  - 


Justifications  for  assigning  priorities  to  projects  and  major  capital 
items  were  based  on  recommendations  contained  in  the  Newton-Conover  Community 
Facilities  Plan  (June  1974),  the  Hickory-Newton  201  Facilities  Study  (Oct.  1975) 
and  from  recommendations  from  the  City  Manager,  Finance  Director  and  other 
department  heads  of  the  City  of  Newton. 

A  public  improvement  for  purposes  of  this  study  was  generally  defined  by 
one  or  more  of  the  following: 

1.  New  or  expanded  physical  facilities  of  a  permanent  character 
costing  at  least  $1,000; 

2.  Remodeling  or  replacement  of  an  existing  facility  costing  at 
least  $1 ,000; 

3.  Items  of  equipment  having  a  productive  life  of  at  least  five  years 
and  costing  at  least  $1,000;  and 

The  purchase  of  land  for  a  community  facility  such  as  a  park  or 
highway. 


4. 
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PUBLIC  IMPROVEMENTS  PROGRAM 


Because  of  the  vast  expenditure  of  public  funds  required  to  implement 
project  recommendations  by  City  officials  and  those  found  in  the  Newton-Conover 
Community  Facilities  Plan,  it  is  only  logical  that  some  priority  ranking  of 
projects  and  improvements  must  be  made.  The  assignment  of  priorities  to  these 
public  improvements  is  an  extremely  difficult  task.  Priorities  must,  therefore, 
be  based  on  relative  need  and  the  City's  ability,  both  present  and  future,  to 
finance  the  projects.  The  establishment  of  priorities  must  consider:  (1)  needs 
within  specific  areas,  (2)  urgencies  within  all  areas,  and  (3)  time  of  need. 
Therefore,  the  following  general  criteria  suggested  by  the  National  Resources 
Planning  Board  were  employed  in  determining  priorities  for  the  proposed  public 
improvements  for  the  City  of  Newton: 


1.  protection  of  life; 

2.  maintenance  of  public  health; 

3.  protection  of  property; 

4.  conservation  of  resources; 

5.  maintenance  of  physical  property; 

6.  provision  of  public  services; 

7.  replacement  of  obsolete  facilities; 

8.  reduction  of  operating  costs; 

9.  public  convenience  and  comfort; 

10.  recreational  value; 

11.  economic  value; 
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12.  social,  cultural  and  aesthetic  value; 

13.  promotional  value  through  effect  on  future  development;  and 

14.  relative  value  with  respect  to  other  services. 

After  the  priorities  of  public  improvements  were  established,  they  were 
reduced  to  manageable  proportions  with  respect  to  time.  The  public  improve¬ 
ments  program  for  Newton  is  presented  in  the  following  format: 

PRIORITY  I 

Fiscal  Years  1976-77  through  1981-82  (6  year  grouping) 

PRIORITY  II 

Fiscal  Years  1982-83  through  1991-92  (9  year  grouping) 

These  groupings  list  the  various  public  improvements  by  department  with 
justifications  provided  where  needed.  In  addition,  a  line  item  number  is 
assigned  to  each  project  in  the  Priority  I  grouping.  These  numbers  do  not 
imply  any  chronological  priority,  but  provide  a  cross-reference  from  the 
outlie  imDrovements  program  to  the  capital  budget  presented  later  in  this 
report  (page  32). 

The  capital  items  listed  in  this  public  improvements  program  are  not 
exhaustive  of  all  the  improvements  needed  within  the  given  fiscal  year  time 
frames.  A  serious  attempt  has  been  made  to  identify  major  improvements  in  the 
coming  years;  however,  in  some  cases  future  improvements  were  not  ascertainable 
within  the  limited  scope  of  this  study.  The  capital  items  identified  in  this 
study  should  be  carefully  re-evaluated  each  year  and  new  capital  items  placed 
in  the  budget  as  they  are  identified. 

The  Priority  I  Schedule  of  Improvements  is  presented  first,  followed  by 
the  Priority  II  Schedule  of  Improvements. 
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SCHEDULE  OF  IMPROVEMENTS 
1976  -  1981 

Li  ne 
Item 

DEPARTMENT  OR  FUNCTION  Number 


Administrative  Department 

Purchase  a  state  surplus  vehicle  for  use  by  Building  1 

Insoector  --  replacement  vehicle  to  minimize  oper¬ 
ating  costs. 

Purchase  radio  equipment  for  Building  Inspector's  2 

car  --  replace  obsolete  equipment. 

Purchase  new  Remote  Base  Station  KW-467  for  new  City  3 

Hall  building  --  needed  to  expand  existing  service. 

Purchase  two  electric  cash  registers  --  for  utility  4,  5 

collections  to  handle  increased  number  of  accounts. 

Purchase  two  IBM  Electric  II  Typewriters  --  for  util-  6,  7 

ity  collections  to  handle  increased  number  of  accounts, 
replace  old  equipment. 

Purchase  a  new  copying  machine  --  to  replace  existing  8 

machi ne. 

Rental /Purchase  of  new  postage  machine  --  to  replace  9 

existing  machine. 

Fire  Department 

Develop  training  area  to  train  volunteer  and  paid  10 

firemen. 

Purchase  of  land  and  paving  of  narking  area  for  11 

training  facility. 

Land  site  for  new  fire  substation  on  north  side  of  12 

town  --  to  provide  fire  protection  for  future  an¬ 
nexed  territory. 

Construction  of  fire  station  on  north  side  of  town  13 

--  to  provide  fire  protection  for  future  annexed 
terri tory . 


7 


(Fire  Department,  continued) 

Line 

I  tern 
Number 

Replacement  of  22  Motorola  Monitors  --  to  reduce 
maintenance  cost  and  replace  obsolete  eauipment. 

14 

Purchase  new  remote  base  for  new  north  side  fire 
stati on. 

15 

Police  Department 


Replace  patrol  cars  due  to  excessive  wear  and  mile¬ 
age.  Purchase  of  one  new  car  to  patrol  annexed 
territory.  Replace  cars  2-  2-  3-  2-  3-  2. 

16  -  29 

Replace  detective  cars  due  to  excessive  wear  and 
mileage  and  to  provide  increased  service. 

30  -  33 

Replace  crime  prevention  vehicle  and  purchase  a 
new  vehicle  --  to  replace  old  vehicle  and  expand 
service. 

34,  35 

Replace  Police  Chief's  car  every  four  years. 

36,  37 

Purchase  radio  equipment  to  replace  obsolete  equip¬ 
ment. 

38  -  40 

Purchase  new  Diebold  mechanized  file  to  improve 
existing  file  system. 

41 

Replace  School  Liaison  Officer's  vehicle  due  to 
excessive  wear  and  mileage. 

42 

Recreation  Department 


Development  of  Eastside  Park  to  provide  needed 
recreational  facilities  and  activities  on  the 
east  side  of  town. 

43 

Improvement  of  the  Westside  -  J.  C.  Park  to  expand 
level  of  recreational  activities  provided  on  west- 
side  of  town. 

44 

Improvement  of  the  Northside  Park  to  expand  level 
of  recreational  activities  provided  on  the  north- 
side  and  provide  entire  town  with  needed  swimming 
faci 1 i ti es . 

45 
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(Recreation  Department,  continued)  Line 

Item 

Number 

Purchase  of  the  Newton-Conover  JHS  --  to  provide  46 

a  central  location  for  new  northside  park  and 
swimming  pool. 

Improvement  of  Newton-Conover  JHS  recreational  47 

facilities  to  provide  needed  park. 

Purchase  tractor  with  mower  to  maintain  park  48 

grounds. 

Purchase  two  state  surplus  trucks  and  a  station  49  -  51 

wagon  to  expand  recreational  services  provided  by 
the  City. 

Replace  1966  International  truck,  1969  Chevrolet  52  -  56 


car,  1966  Chevrolet  truck,  1973  Plymouth  station  wagon 
and  1974  Chevrolet  truck  due  to  excessive  wear 
and  mileage. 


Wastewater  Plant 

Purchase  two  refrigerators  with  stainless  steel  57 

cabinets  to  hold  influent  and  effluent  samples. 

Purchase  lab  equipment  to  measure  level  of  pesti-  58 

cides  in  effluent  and  to  test  raw  water. 

Remodel  old  water  plant  into  apartments  for  non-  59 

married  operators. 

Purchase  station  wagon  to  transport  wastewater  60 

plant  operators  to  go  to  school,  etc. 

Purchase  1/2  ton  truck  to  replace  existing  truck  61 

with  excessive  wear  and  mileage. 

Purchase  mobileradio  for  1/2  ton  truck  62 

Water  Plant 

Purchase  activated  carbon  feed  machine  to  replace  63 

13  year  old  machine. 
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(Water  Plant,  continued)  Line 

Item 

Number 

Purchase  a  fluoride  -  dry  feed  machine  to  replace  64 

a  16  year  old  machine. 

Purchase  a  high  altitude  valve  for  Fairbrook  water  65 

tank  to  prevent  water  overflows. 

Enlarge  detention  area  before  chemicals  are  added  66 

to  water  to  prevent  flox  from  breaking  up. 

Publ i c  Works  Plant 

Land  purchase  for  new  public  works  facility  needed  67 

to  replace  old  inadequate  facility. 

Preliminary  engineering  for  new  public  works  68 

facil i ty. 

Construction  of  new  public  works  facility  to  replace  69 

old  inadequate  facility. 

Purchase  fencing  to  go  around  public  works  facility  70 

to  prevent  equipment  loss  and  provide  safety  measure. 

Purchase  vehicle  for  public  works  director  to  replace  71 

old  vehicle  with  excessive  wear  and  mileage. 

Sanitation  Division 

Purchase  garbage  trucks  to  replace  old  worn  out  72  -  75 

trucks  to  minimize  operating  costs. 

Street  Division 

Purchase  tractor-1 oader  --  periodic  equipment  replace-  76 
ment . 

Purchase  rubber-tired  loader  --  periodic  equipment  re-  77 
pi acement . 

Purchase  an  asphalt  roller  —  periodic  equipment  78 

replacement. 

Purchase  a  street  flusher  —  periodic  equipment  re-  79 

pi acement. 
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(S  tree  _t_  Pi  vi  si  on,  continued)  Line 

Item 

Number 

Purchase  right-of-way  for  eastside  by-pass  route  80 

needed  to  relieve  traffic  congestion. 

Purchase  tandem  dump  truck  to  reolace  existing  81 

equi oment. 

Pave  Northside  Park  street  to  improve  level  of  82 

servi ce. 

Electric  Pi  vis  ion 

Purchase  derrick  digger  to  replace  old  eauipment.  83 

Install  cross  connection  for  new  and  existing  sub-  84 

stations  to  connect  each  substation  with  secondary 
feeders  in  case  one  faults. 

Purchase  aerial  bucket  and  chassis  truck  --  to  re-  85 

place  old  equioment. 

Install  new  22-KV  line  to  river  to  main-  86 

tain  present  level  of  service. 

Install  new  22-KV  line  to  Lake  to  improve  level  of  87 

electrical  service. 

Install  new  22-KV  Substation  and  switchgear  to  88 

improve  level  of  electrical  service. 

Purchase  aerial  bucket  for  existing  truck  --  needed  89 

to  comply  with  OSHA  requi rements . 

Purchase  electrical  equipment  to  meet  OSHA  standards.  90 

Purchase  pick-up  truck  --  service  Fairgrove  Church  91 

service  extension. 

Purchase  radio  equipment  --  service  Fairgrove  Church  92 

service  extension. 

Improvements  to  existing  secondary  lines  and  pro-  93 

vision  of  new  electrical  service. 


Water  and  Sewer  Maintenance  Division 


Line 

Item 

Number 


Enlarge  waterlines  on  east  side  of  town  with  12"  94 

to  16"  lines  to  improve  and  maintain  water  pressure. 

Construction  of  5.0  MGD  Clark  Creek  Plant  -  Phase  95 

I  of  201  Water  and  Sewer  Facilities  Plan. 

Construction  of  Clark  Creek  "E"  Outfall  line  -  96 

Phase  I  of  201  Study. 

Construction  of  lower  Town  Creek  Outfall  line  -  97 

Phase  I  of  201  Study. 

Construction  of  upper  Town  Creek  Outfall  line  -  98 

Phase  I  of  201  Study. 

Construction  of  Clark  Creek  "A-D"  Outfall  lines.  99 

Phase  II  of  201  Study.  Note:  This  improvement  is 
anticipated  to  be  moved  from  Phase  II  to  Phase  I  to 
prevent  the  necessity  of  the  water  and  sewer  divi¬ 


sion  personnel  from  having  to  maintain  two  treatment 
plants  on  Clark  Creek  in  the  event  Catawba  County 
gives  the  present  facility  to  the  City. 


Construction  of  an  outfall  line  on  the  northeast  100 

side  of  town  to  service  a  developing  industrial  area. 

Replacement  of  2"  water  lines  with  6"  lines  through-  101 

out  the  City. 

Purchase  3/4  ton  pick-up  truck  --  periodic  equip-  102 

ment  replacement  to  minimize  operating  costs. 

Purchase  10"  cutting  head  for  tapping  machine  --  to  103 

replace  existing  equipment  to  minimize  operating  costs. 

Purchase  tools  for  continuous  rodding  machine.  104 

Purchase  1200’  of  8"  water  pipe  with  valves  to  re-  105 

place  main  water  line  from  4th  Street  to  A  Street. 

Purchase  walkie-talkie  --  to  facilitate  better  co-  106 

ordination  of  water  and  sewer  maintenance  activities. 

Purchase  new  mobile  base  unit  to  service  expanded  107 

operations . 
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SCHEDULE  OF  IMPROVEMENTS 
1982  -  1991 


DEPARTMENT  OR  FUNCTION 

Administrative  Deoartment 


Periodic  replacement  of  City  Manager's  car  to  minimize 
ooerating  cost. 

Periodic  replacement  of  Building  Inspector's  vehicle 
to  minimize  ooerating  cost. 

Fire  Department 

Replacement  of  a  1963  Ford  (Am.  LaFrance)  500  gallon 
pumper  (1983). 

Reolacement  of  a  1965  Am.  LaFrance  aerial  ladder  truck 
(1985). 

Replacement  of  a  1967  Am.  LaFrance  500  gallon  oumoer 
(1987). 

Replacement  of  a  1974  Emergency  equipment  and  brush 
truck  (1984). 

Replace  fire  hose  and  fire  suits  to  maintain  reliable 
servi ce. 

Replace  Rescue  Squad's  1973  Chevrolet  suburban  to 
minimize  operating  costs. 

Replace  Rescue  Squad's  1967  Chevrolet  wagon  to  minimize 
operating  costs. 

Police  Department 


Addition  of  a  radio  frequency  for  police  department  work. 

Replace  Animal  Control's  1974  Chevrolet  3/4  ton  pick-up 
to  minimize  ooerating  costs. 

Replace  patrol  vehicles  according  to  schedule  at  50,000 
miles  to  minimize  operating  expenses. 

Add  one  patrol  car  to  cover  annexed  territory  -  replace 
as  required. 
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Recreation  Deoartment 


Develop  a  32  acre  tract  below  the  National  Guard  Armory  on 
U.  S.  #321.  Center  should  include  4  to  6  tennis  courts, 

2  ballfields,  a  swimming  pool,  a  9  hole  golf  course,  a  pic¬ 
nic  area,  a  playground  area  and  a  community  building.  This 
facility  could  possibly  be  developed  jointly  with  the  Town 
of  Maiden. 

Develop  small  neighborhood  parks,  one  to  two  acres,  with 
playground  areas,  outdoor  basketball,  and  a  tennis  court. 

Wastewater  Treatment 


Expansion  of  Clark  Creek  Treatment  Plant  from  5.0  to  11.0 
MGD  --  Phase  II  201  Study. 

Construction  of  west  Conover  and  Lyle  Creek  Outfall  lines 
to  serve  southwest  Conover  --  Phase  II  of  201  Study. 

Construction  of  Herman  Branch  and  upper  Lyle  Creek  inter¬ 
ceptors  and  Lyle  Creek  pump  station  and  force  main  to  serve 
Lyle  Creek  area  --  Phase  II  of  201  Study. 

Construction  of  Middle  Branch  interceptor,  the  Fairgrove 
interceptor  and  several  other  interceptor  lines  east  and 
southwest  of  Newton  to  serve  remaining  portion  of  Clark 
Creek  Basin  --  Phase  II  of  201  Study. 

Water  and  Sewer  Maintenance  Division 

Replace  1972  Sewer  King  Trailer  to  minimize  operating  costs 
(1984). 

Replace  1973  Sewer  Cleaning  machine  to  minimize  operating 
costs  (1985). 

Periodic  replacement  of  undersized  waterlines  to  maintain 
the  water  pressure. 

Periodic  replacement  of  water  meters  to  replace  old  poorly 
functioning  meters  to  provide  accurate  water  rates. 

Water  Treatment  Division 


Between  1985  and  1990,  begin  process  of  building  a  new  water 
plant  on  the  Jacobs  Fork  River  to  replace  old  plant  which 
will  be  operating  at  or  over  capacity  at  that  time. 

Possible  construction  of  a  mai  n  waterl i ne  extending  along 
N.  C.  #10  to  Startown. 
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Sanitation  Division 

Replace  oresent  garbage  trucks  using  an  eight  year  replace¬ 
ment  schedule  for  each  vehicle. 

Purchase  two  new  loaders  to  handle  increased  population. 
Street  Division 


Replace  1973  Air  Comoressor  to  minimize  operating  costs 
(1985). 

Replace  1972  John  Deere  Tractor  with  Backhoe  to  minimize 
operating  expenses  (1982). 

Replace  1973  Mobile  Street  Sweeoer  to  reduce  operating  costs 
(1985). 

Construction  of  Eastside  Bypass  route  --  State  Department  of 
Transportation  Program. 

Paving  and  upgrading  City  streets  to  maintain  and  improve 
traffic  flow. 

Replace  1974  3/4  ton  pick-up  truck  to  minimize  operating  costs 
(1982). 

Replace  1972  John  Deere  Grader  to  minimize  operating  costs 
(1982). 

Replace  1972  Chevrolet  Tandem  truck  to  minimize  operating  costs 
(1982). 

Electric  Division 


Continue  upgrading  secondary  power  system  to  improve  power 
servi ce. 

Replace  1974  Ford  1/2  ton  pick-uo  to  minimize  operating  expendi¬ 
tures  (1982). 

Replace  Chevrolet  28  foot  telecon  bucket  to  minimize  operating 
costs  (1982). 

Replace  Chevrolet  50  foot  telecon  bucket  to  minimize  operating 
costs  (1982). 
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FINANCIAL  ANALYSIS 

The  number  of  public  improvements  a  city  or  any  government  unit  can 
finance  generally  depends  on  its  expected  levels  of  revenues  and  expenditures; 
its  current  level  of  debt  (bonded  indebtedness);  the  maximum  legal  limit  of 
debt  it  may  incur  (bonding  capacity);  and  any  potential  sources  of  additional 
revenue  available  for  improvement  financing.  In  preparing  a  capital  improve¬ 
ment  financing  program,  an  analysis  of  current  and  projected  expenditures  and 
revenues  must  be  developed. 

A  financial  analysis  of  the  general  fund  of  the  City  of  Newton  will  be 
followed  by  a  similar  analysis  of  the  City's  enterprise  funds.  A  third  section 
will  analyze  the  City's  bonded  indebtedness.  A  final  section  will  show  pro¬ 
jected  City  funds  available  to  finance  capital  improvements. 

GENERAL  FUND  ANALYSIS 

Analysis  of  the  general  fund  includes  a  presentation  of  revenues  and 
expenditures  over  the  past  six  years  and  a  projection  of  revenues  and  expendi¬ 
tures  for  the  next  six  years.  Revenues  and  expenditures  are  broken  down  into 
major  component  parts.  Projections  of  future  revenues  and  expenditures  are 
based  on  past  increases  plus  future  known  events  or  conditions.  Revenues  are 
estimated  conservatively  while  expenditures  are  estimated  liberally,  to  provide 
a  margin  of  safety  in  projecting  future  funds  available  for  financing  capital 
improvements . 
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REVENUES 

As  shown  in  Table  1,  the  total  general  fund  revenues  of  the  City  of 
Newton  have  increased  from  $757,111  in  1970  to  $1,398,146  in  1975  for  an 
average  annual  increase  of  nearly  14%.  Property  taxes  are  the  largest 
single  source  of  revenue,  making  up  approximately  38%  of  the  general  fund 
each  year.  Other  major  categories  of  revenue  include  local  government  aid 
(state  assistance),  special  assessments,  licenses  and  permits,  fines  and 
forfeits,  and  revenue  sharing. 

Because  property  taxes  provide  the  largest  source  of  general  fund  revenues, 
a  more  detailed  examination  is  in  order.  Table  2  shows  past  and  projected 
trends  in  taxable  valuation  and  tax  delinquency.  As  can  be  seen,  the  as¬ 
sessed  valuation  has  risen  due  to  increased  assessment  rates  and  natural  in¬ 
creases  while  the  tax  rate  has  declined.  A  steady  increase  in  valuation,  based 
upon  a  modest  projection  of  new  construction  along  with  anticipated  property 
annexations,  was  used  to  estimate  future  property  taxes.  This  projection  of 
new  construction  was  estimated  at  3.5%  annually.  A  tax  collection  rate  of 
95.2%  of  levied  taxes  was  used  to  figure  future  property  tax  revenues. 

Each  category  of  revenue  was  projected  separately  and  then  an  aggregate 
total  obtained.  From  Table  1  an  average  annual  increase  of  4.4%  is  estimated 
for  general  fund  revenues.  Revenue  sharing,  a  major  contribution  to  the 
general  fund  in  recent  years,  is  not  projected  to  continue  after  1976.  Al¬ 
though  prospects  for  revenue  sharing  continuation  appear  favorable,  it  can 
not  be  included  as  a  revenue  source  until  final  authorization  for  extension 
is  made  by  the  federal  government. 
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EXPENDITURES 

Major  sources  of  general  fund  expenditures  are  shown  in  Table  3.  These 

include  all  administrative  expenses,  operating  expenses  and  salaries  for  the 

respective  departments.  Past  increases  in  general  fund  expenditures  have  been 

substantial,  nearly  13%  annually.  This  figure  compared  with  revenue  increases 

shows  that  past  revenues  have  risen  by  a  slightly  greater  amount  than  expendi- 

1 

tures.  However,  note  should  be  made  that  except  for  a  35.4%  increase  in 
revenues  from  1971  to  1972,  expenditures  have  increased  faster  than  revenues 
(13%  to  8%). 

General  government  operating  expenditures  are  anticipated  to  rise  sharply 
as  the  city  administrative  department  and  police  department  move  into  the  new 
City  Hall  building.  Recreation  expenditures  are  also  projected  to  increase 
substantially  as  the  demand  for  recreational  activities  continues  to  rise  due 
to  the  increased  leisure  time  in  future  years.  Total  future  estimated  ex¬ 
penditures  are  estimated  to  increase  at  about  7.3%  annually  over  the  six  year 
budget  period. 


1 


Local  option  sales  tax  began  that  year  and  assessed  property  was  revaluated. 


TABLE  1 

CITY  OF  NEWTON 

General  Fund  Revenues,  Trends  and  Future  Estimates 
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Source:  Newton  Audit  Reports,  Newton  Finance  Director 


TABLE  2 

REVENUE  FROM  PROPERTY  TAX 
Past  Trends  and  Future  Estimates 
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Source:  Finance  Director,  City  of  Newton 


TABLE  3 

CITY  OF  NEWTON 

General  Fund  Operating  Expenditures,  Trends  and  Future  Estimates 
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Source:  Newton  Audit  Reports,  Newton  Finance  Director 


ENTERPRISE  FUND  ANALYSIS 


The  enterprise  fund  of  the  City  of  Newton  operates  separately  from  the 
general  fund.  Excess  revenues  above  operating  expenses  are  used  for  two  purposes: 
(1)  to  supplement  the  general  fund  (thus  keeping  property  taxes  down),  and  (2)  to 
pay  the  cost  of  future  capital  improvements , by  way  of  a  capital  reserve  fund. 

The  enterprise  fund  is  composed  of  two  divisions,  water  and  sewer  operations  and 
electrical  operations.  Analysis  of  revenues  for  each  division  is  made  first  fol¬ 
lowed  by  a  similar  analysis  of  expenditures. 

REVENUES 

Enterprise  revenues  are  shown  in  Table  4.  Water  and  sewer  revenues  have 
risen  more  slowly  than  electric  revenues.  Water  and  sewer  revenues  show  an 
annual  increase  of  5.3%  while  electric  revenues  have  increased  a  hefty  20.6%  a  year. 
The  high  increase  in  electric  revenues  is  due  to  the  energy  shortaqe.  A  fifteen 
percent  fuel  charge  was  introduced  in  1975  and  Duke  Power  has  raised  its  power  rate 
charges  dramatically.  The  increases  in  electric  revenues  have  been  offset  by 
equally  high  increases  in  operating  expenses. 

Newton  buys  electric  power  from  the  Duke  Power  Company  and  then  sells  it 
to  Newton  electric  consumers  within  its  territorial  authority.  Due  to  limited 
opportunities  to  service  additional  territory,  a  conservative  4%  increase  has  been 
projected  for  electric  revenues.  It  should  be  noted,  however,  that  Duke  Power  has 
figured  an  average  increase  in  revenues  of  about  8%  annually  for  the  Newton  area, 
based  on  computer  analysis. 


TABLE  4 

CITY  OF  NEWTON 

Enterprise  Fund  Revenues,  Trends  and  Future  Estimates 
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EXPENDITURES 

Enterprise  expenditures  are  given  in  Tables  5  and  6.  Table  5  shows  water 
and  sewer  expenditures.  Major  categories  include  plant  operation  and  maintenance, 
debt  service,  transfers  to  other  funds,  capital  expenditures  and  contributions  to 
the  capital  reserve  fund.  Plant  operation  and  maintenance  costs  have  risen  significantly 
nearly  23%  a  year  over  the  six  year  period.  This  increase  reflects  the  costs  of 
upgrading  water  plant  operation  and  maintenance  to  handle  increased  demand.  Water 
and  sewer  expenditures  are  expected  to  continue  increasing  at  a  high  rate  in  the  near 
future  due  to  planned  improvements  under  the  201  Water  and  Sewer  Facilities  Plan. 

Only  future  plant  operation,  maintenance  and  debt  service  expenditures  are  projected 
for  the  six  year  budget  period.  Debt  service  projections  do  not  include  the  anti¬ 
cipated  $1,200,000  June,  1976  water  bond  debt  requirements.  This  requirement  is 
discussed  later  in  this  report. 

Table  6  shows  electric  expenditures.  Major  categories  include  maintenance 
and  operation,  debt  service,  transfers  to  other  funds,  capital  expenditures  and 
contributions  to  the  capital  reserve  fund.  Total  electric  expenditures  have  in¬ 
creased  on  an  average  of  20%  per  year.  The  major  component  of  this  cost  increase 
has  been  operation  and  maintenance  expenditures  which  have  risen  on  an  average  of 
30%  annually  from  1970  to  1975.  Major  improvements  were  made  to  upgrade  both 
Newton's  primary  and  secondary  power  systems  during  this  time  period,  plus  the 
cost  of  bulk  rate  power  from  Duke  Power  rose  sharply.  Only  future  operation, 
maintenance  and  debt  service  expenditures  have  been  estimated.  For  estimated 
expenditures  in  other  categories,  see  the  Capital  Budget  Cost  Summary. 


TABLE  5 

CITY  OF  NEWTON 

Water  and  Sewer  Fund  Expenditures,  Trends  and  Future  Estimates 
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TABLE  6 

CITY  Oh  NEWTON 

Electric  Fund  Expenditures,  Trends  and  Future  Estimates 


Note:  All  rates  used  to  project  future  revenues  are  subject  to  rate  increases  from  main  power  supplier. 
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BONDED  INDEBTEDNESS 

The  City  of  Newton's  total  bonded  indebtedness  as  of  June,  1975  was 
$2,145,000.  State  law  prohibits  the  total  bonded  indebtedness  from  exceeding 

8  percent  of  the  total  assessed  valuation.  This  debt  limitation  is  only  ap- 

1  2 

pi i cable  to  general  obligation  bonds.  Revenue  bonds  do  not  count  against  debt 
limitation.  Figure  1  shows  the  statutory  debt  limitation  compared  with  the 
current  level  of  bonded  indebtedness.  The  impact  of  the  anticipated  June  1976 
$1,200,000  sanitary  sewer  bond  issue  on  the  level  of  debt  is  also  shown.  As 
shown,  Newton's  public  debt  is  well  within  the  statutory  limitation.  The  in¬ 
creased  capacity  of  the  City  to  incur  debt  is  due  in  part  to  a  revaluation  of 
assessed  land.  From  1970  to  1975,  assessed  valuation  went  from  40%  to  100%  of 
market  valuation  (see  Table  2). 

Debt  service  requirements  for  existing  debt  are  shown  in  Table  7.  Debt 
service  requirements  with  the  proposed  bond  issue  are  also  given. 


1 

General  obligation  bonds  pledge  the  full  faith  and  credit  of  the  City 
to  cover  against  the  bonds'  default.  A  lower  interest  rate  is  usually  obtained 
because  the  bonds  are  considered  "more  secure." 

2 

Revenue  bonds  pledge  only  revenues  from  that  source  to  repay  debt  require¬ 
ments.  A  higher  interest  rate  is  usually  paid  because  the  bonds  are  considered 
"less  secure." 
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FUNDS  AVAILABLE  FOR  FUTURE  CAPITAL  IMPROVEMENTS 

Table  8  summarizes  the  information  presented  earlier  on  the  projections 
of  available  funds  for  fiscal  year  1976  through  fiscal  year  1981.  Recurring 
revenues  less  operating  expenditures  and  debt  service  requirements  were  calculated 
for  each  source  of  revenue.  A  six  year  surplus  of  $1,526,915  is  projected. 

A  number  of  observations  can  be  made  from  Table  8.  Using  conservative 
estimates,  it  can  readily  be  seen  that  the  general  fund  and  water  and  sewer  fund 
will  not  be  self-supporting.  Appropriations  will  have  to  be  made  from  the 
electric  fund  to  cover  expenses  in  these  two  other  funds.  This  transfer  of  funds 
severely  limits  the  amount  of  capital  improvements  that  can  be  funded  in  the 
budget  period.  The  negative  surplusses  in  the  general  fund  indicate  that  the 
sources  of  revenue  such  as  the  property  tax  need  to  be  re-evaluated.  The 
same  is  true  with  the  water  and  sewer  fund.  Water  and  sewer  rates  may  be  too  low 
and/or  more  consideration  may  need  to  be  given  to  expanded  water  service  to 
help  cover  the  high  fixed  costs  incurred  in  building  the  new  water  plant. 

These  two  funds  should  be  self-sustaining  at  the  least  and  perhaps  even  con¬ 
tribute  towards  financing  needed  capital  improvements. 


FUNDS  AVAILABLE  FOR  CAPITAL  IMPROVEMENTS 

1976  -  1981 
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Sources  of  funding  other  than  those  above  are  not  examined  within 
the  scope  of  this  report.  However,  the  level  of  local  funds  generated  for 
capital  improvements  clearly  shows  that  an  aggressive  effort  is  needed  to 
obtain  outside  funding  such  as  bond  issues,  special  assessments,  federal  and 
state  grants  in  aid,  and  non-profit  organization  support.  Only  in  this  manner 
can  a  major  portion  of  the  capital  items  presented  in  the  following  capital 
budget  be  funded. 
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CAPITAL  IMPROVEMENTS  BUDGET 

A  recommended  Capital  Improvements  Budget  for  the  City  of  Newton  is 
presented  on  the  following  pages.  The  items  contained  in  the  six  year  budget 
were  given  first  priority  in  the  Public  Improvements  Program.  A  proposed  method 
of  financing  each  item  is  given  plus  a  suggested  implementation  date.  A  cost 
summary  of  programmed  improvements  is  presented  at  the  end  of  the  Capital  Budget. 

The  improvements  presented  in  the  Capital  Budget  are  considered  neces¬ 
sary  for  the  promotion  of  the  health,  safety,  welfare  and  development  of  the 
City  as  a  whole. 
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Line 

Item  Department  and  Estimated  Total  Source  of 

No.  Capital  Improvement _ Six-year  Cost  Funding  1976-77  1977-78  1978-79  1979-80  1980-81  1981-82 
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May  be  funded  al ternati vely  by  Revenue  Sharing  (if  it  is  continued)  or  a  bond  issue. 
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COST  SUMMARY  OF  PROGRAMMED  IMPROVEMENTS 


The  following  listing  summarizes  the  cost  estimates  of 
programmed  in  the  capital  improvements  program. 


FISCAL 

YEAR  1976-77 

Current  Revenue 

266,265 

General  Obligation  Bond 

920,476 

Capital  Reserve  Fund 

177,833 

State 

920,476 

Federal 

Total 

5,522,848 

FISCAL 

YEAR  1977-78 

Current  Revenue 

253,328 

General  Obligation  Bond 

106,250 

Capital  Reserve  Fund 

282,833 

State 

106,250 

Federal 

Total 

661 ,150 

FISCAL 

YEAR  1978-79 

Current  Revenue 

159,325 

General  Obligation  Bond 

-0- 

Capital  Reserve  Fund 

391,334 

State 

-0- 

Federal 

Total 

133,575 

FISCAL 

YEAR  1979-80 

Current  Revenue 

126,455 

General  Obligation  Bond 

-0- 

Capital  Reserve  Fund 

82,500 

State 

-0- 

Federal 

Total 

19,330 

FISCAL 

YEAR  1980-81 

Current  Revenue 

148,500 

General  Obligation  Bond 

-0- 

Capital  Reserve  Fund 

60,000 

State 

-0- 

Federal 

Total 

15,650 

FISCAL 

YEAR  1981-82 

Current  Revenue 

118,800 

General  Obligation  Bond 

150,000 

Capital  Reserve  Fund 

88,000 

State 

-0- 

Federal 

7,650 

Total 


improvements 


7,807,898 


1,409,812 


684,234 


228,285 


224,150 


364,450 


